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CHINA'S RR FREIGHT RATE FOLICY

This artvicle summarizes the changes in freight rate policy of the
railvuys of the Chinese People's Republic, effected in 194G and 1950,
und 1ndizatey the main reasons for 1t,

During the early postwar years (1946 - 1549), the rate structure
wag simple and imperfect. It provided Tor the classification of cargo
inte fave categorizs in North Chine and ten irn the Hortheast.

After the People s Liberation Armies crossed the Yangtze River into
Soutl. Inira, & new rate structure better suited to the new economic
torditton: was adopted on 10 July 1949, This provided for the classi-
fizarton of cargo into 20 ceteygories and embodied the principle of
granting lower ratas o esgential goods and charging higher rates for
lugury goods.-

rate ychedule was found unsatisfactory and unprofitable due
Lo ateufliciant and f{aulty classification of goods and to the great
préad {a rates between the various categories. Accordingly, a
rpv‘aed s:nedule was issued € December 1949 in which the ciassifica-
tron of ~oods was rectified, and lower classificatior vas graated to
muterials for export. The range betwsen highest and . west rates was
narrovcd down from 200 Lo 25.

& rate schedule that would stabilize railway finances was adopted
ne St Ministry of Reilways on 1 August 1950. This schedule made 30
categorie: of goods and furtner rationalized them in many particulars;
the rate spread was again narrowed, this time from 25 to 17. Other
Tea<ures of the schedule included: (1) & general reduction in freight
~harges; (2) avolition of some miscellaneous extra fees; (3) special
rates for export commodities whose sale produced added forcign
exchasge, and for certain impert commodities such as cotton snd indus-
rrial eguipment: (%) special rates to encourage movement of industries
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iroi the seas: .14 to interior; (5) a sliding scale of charges; and {G)
relatively luJer rates for less-than-carloag shipments. ' ' bl JERT)

Ch'en Chao-pin (P?1 /z:'{j}\:) ':‘:
b

The pzople's railvays frefgnt rate pelicy is a decisive factor in stimulat- )
ing the flzv of gocds between cities and rural aress, The freight rutes are &%
designed to achicve taree ctje:tives: reduced freight costs; differential rate 3
sckhedule, depending on the nature of the cargo; and the development of the rail-

ways e¢ finanzially independentg entergrises. These objectives have been incor- ] ‘ }J
porated in the present rate schedule to create suitable conditions for economic - T e
prosperi*- . o

Durirgz the past year, the freight policy was in an experimental stage. The
rate stru:zture had many weak points bLecause the plan was stiil superficial and
incorplete. The purpose of thig article is to summarize and analyze the develop-
ment of tne freignt rate policy.

A. Classification of Goodg and Determination of Freight Rates

Classification of goods and determination of rates have an important impact
on the flow of trade amdon railway revenue, During the Liberation Wer, when the
railways were forced to bear the tremendous burden of supporting the front lines,
classifization of goods determination of rates ¢ould be handled only in the
simplest manner. Goods vere classified into only ten categories in the North-
east and five in North China.

Facilitation of commodity flow between city and cowntry became paramount
after the People's Liberation Army crossed the Yangtze in May 1945 and the
revolution had succeeded. The Hinistry of Railvays met to Jormulate & new
freight rate s:hedule to meet the rnew econonic conditions. The existing
freight rate structure was reviewed and a nev method for classifying goods and
& nev rate structure were instituted on 10 July 1949. Under this agreement,
goods w:ve clessified into 20 categories. The rate range of the 20 categories

was Irom one to 200, and the intergrade range was 10, The daily necessities of
farmers and the working class and some essential agricultural and industrial

goods were giver speciel treatment while luxury goods were assigned higher rates.

However, the classification made in July nad many weaknesses. It vag
still too simple and sopetimes unreascnable. For instance, no distinction
was made lm:*ween steel and womder irdustrigl equipment, native drugs or
higher and lowver grade, nig iron wiich 1is cheap and cast steel which is expen-
sive, and raw silk and waste sill. Tyrevriters, calculating machines, and
medical instruments were first class goodz while radios and leavening mate-
rials were considered sccond-class., Some native goods, often handled in large
volune vy rail transportation, were not included in the classificetion while
other goods rarely handled bty the railways were classified.

The rate range between goods in the higher rlasses and those in the lower
vas too wide. Consequently, higk-nriced moods by-vassed rail transportation
while low-oriced goods overfloved the railway yards. This breadth of range
caused extengive losaes to railway operations. Tn view of these weaknesses,
the railvays tried to apply an unscheduled rate reduction in favor of higher
priced gocds, but it had no decisive effect as a Tinal solution. '
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On 6 December 1549, the Ministry of Railways again revised the classifica-
tion and tiie vate .~heodule.

Tne December revision contained the following special features:

1. The new classification was clearer ang more fefinite than the previous
one. It was more favorable to industry and to export goods. For instance,
basic materials and products such as acids, alkalis, salt, and industrial
machinery, ani escential exports such as wool, tea, and pharmaceutical materials 5.
were assigrel a 1aver classification. %)

2. ‘'fhe rate range between categories vas narrcwed. In the 20 categories
of gooés, the rate range between the first and the 20th was reduced from 200
to 25.

Nevertheless, there were some defects even in the December revision.
Despite she fact that 20 categories were retaivted, they were not all Inclusive,
The 750 items enumerated in the 20 rategories did not include all goods handled
by the reilways. The range btetween -lasses was still too_great. Hence, another
substantial change was made by the 'Ministry of Railways /on 1 August 19597.
This new classification consists of 30 :ategories of goods instead of 20. The
classification system has been standardized throughout the Northeast, North
China. and South China with the exception of only a few native goods in the
various regions. Tne new classificaticn is also more definite and rational.
For example, newsprint was lowered from category 9 of the old list of items to
category 17 of the =maw -1 -sifi~ati~n, “>tton yarn from old category 3 to new
category 12, educational equipment from old category 1 to new category 17, and
waste silk and cosoons from old category 8 to new category 19. The range
between the highest and lowest rates has now been reduced from 25 to 17. It
is hoped that such & reductior. will bring more income to the railway by diminish-
ing the degree of differentiation between the classes of goods. As a rule,.the
freight rate range is lower in countries where transportation is highly developed;
for instance, it is 11 in USSR and 7.5 in the US, However, ve cannot lower .
the freight rate range too rapidly because conditions here are different.

As a result of the zeries ~f revisions {n classification and freight
rates, transportaticn costs for various ;oods have become much more reasonable
and conditions *sve grown favorable to the development of the railvay itself,
which in turn will result in procperity for industry and agriculture.

B. The Low Freizht Rate Policy

Tt was diff<cult to stabllize “reight rates while the nation's budget
was not balanced, the market was abnorral  and prices were fluctuating. Some -
times the increase in freight 'd nct keep pace with the rising costs.
Such & lag preventeld transperratisy Lz from rising further, but it brought
about considerable losses to the To maintain freight rates in the
midst of a price spiral is inc with the policy of long-run reduction
in freight :sts. However, in the zast, bucause of practical difficulties, the
government cculd not take the iritiative in maxing timely adjustments.

=7

The nation's ecopomic and Iinan::al adminissration was unified in
March 1950; pric:s began %o dr iu April and May, ther reached a relatively
stable level. As a result of =he monctary apprecietion, rellway operations
have been financially stabilired. To capitalize on this new opportunity to
establish a properly functioning ratl system, the Ministry of Railvays issued
new regulations on 1 August 1950. Adjustients have been made in classifi tion
and rate structure and transportation charges have been reduced for all goods,

to stimulate the flow of irade.
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varload Rates (yuan/mt/ 1,000 km)

Commod ity Toix __Rate Current Rate Reduction

Coal 118,517 111,520 5.80 [ 8
Rice and flour b3, kéa 273,060 32.32 g
Wheat .adh 773 182,860 30.94 . B
Industrial machinery i 333,740 32.12 e :
Cotton yarn Wik hho 37.94 i
Cotton cloth 537,920 37.20
Hewsprint 301,760 64.80 ) s
Cement 165,640 21.80

Tobacco 865,920 46.56

Fuel wocd 136,120 19.43

Tea 488,720 42,99

Revenue from freight servi:e 1s estimate. to be 11.9 percent lower than
before. Under the nev schedule. fraignt ravaes ror staple commcdities, such as
rice, flour, cloth, and“industrial and agricultural machinery, are only omne
third of the prevar rates. Thess oow retes are maintained almost at minimum
costs, vhile the freight rate for ¢nel, a commodity of vital importance to
the household and to industrial produ. ticn, is below operating costs.

In addition to rate redustion, many miscellaneous fees applying to the
use of scales, the care of livestock, arrival notification service, pick up
and delivery service, aud the minimum fea f£or railroad responsibility were
abolished on 1 August, to Lightea tue customer s burden and to simplify busi-
ness procedures,

C. Specilal Freight Rates

A series of regulations providing reduced freight rates for specified
comnoditles was issued tc meat the changing needs of the nation's economy.
These reduced rates were applied to imports, 2xports, certain types of trans-
portation, and the use of cars which would otherwise return empty.

The special rates for export crmmodities were designed to encourage export
and increase the access to foreiun exchange. Regulations were issued by the
Ministry of Rallways and the Mivt,try of Trade on 1 July 1950, to remsain in
effect for one year. Uuder the: reg:latlons, frelght rates were cut 50 per-
cent for tea, pressed tea, raw silk, aimonds, jgdes and skins, and egg products,
and 30 percent for wool, camel hair, tung cil, soybean cil, flaxseed oil, peanut
oll, cottonseed oil, pharmaceutical materials, walrnuts, eggs, tin, cement. etc.
These special rates apply to such goads shipped from any point to the terminal
citles of Canton, Saen-ch'uen, Shanghai, Lien-yun-kang, Tsingtao, Tientsin,
T'ang-ku, Ch'in-huang-tao, Ying-k'ou, An-tung, Sui'feng-ho, and Man-chou-li.
Freight rates for Peiping decorative hardirraft products (Ching-t'ai-lan;
lacquervare; beade; artificlal flowers rade from cloth, paper, and wool;
copper and zinc products; embroidery; martle sculpture, ivory, and jadeware)
shipped to Tlent=in for e  .ort were r:duced L0 percent from the rates fixed
last October. After the uew special rate schedule was issued on 1 August 1950
these ornamental products were lowered to category 13.

To meet the requirementc I“r econuasic recomstruction, freight rates for
imported industrial raw materials aud rachinery have been given special treat-
ment. The freight rate for cotton, a major import commodity, vas given a
50-percent reduction on the regular rate schedule. This reduction, which was
originally effective to June 1070, vas extended to 31 August, and then to
31 December. It applies to cotton imported by liorth China, East China, and the
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lorthea:% areas % 'cugn the ports of 3hanghai, Soochow, Wu-hsi, Ch'ang-chou,
and P'u-kou. All chipments of totton 4n carload lots must have certificates
from =h: Bureau of Foreign Trade to qualify for the reduced rate.

The special rate policy is also applied in conjunction with other poli- R
cles %o carry out specific tasks. A typical example is the rate reduction
for industries moving from the cosst to the interior which was issued by the
Committee -~r Firvance and Economics, Administration Council, on 2 December 1949,
At the end of 1949, the Central People's Government urged that factories be
dispersed to the interior to cope with the blockade, and that factories be
located cioser tc their source of raw materialg to reduce costs. All factories
making the uove &re given a 50-p=rnart reduction in freight rates. The reduced
rates apply to the Peiping-Hankow Line and its western cornections in North
China, tc tha areas west of Ankwvai and Kiangsi provinces in Central Chira, and
to *the areas in northern Kiang::, Bursr, aad Kveichow provinces in South China,

In eddition to the rate. given to such 5.

: .ories, certain products are
also given specizlly veduced rat

o For :: tawe, during the harvest seasom,
freight rates for whaat are re: 2% percent from 13 to 31 July. Miscellaneous
foodstuffs shipped from the Northeust to area: within the Grest Wall recefved a
50-percent discount. Reduze4 rates for osher comrodities were: 30 percent

Tor fresh fish, crabs, etc. ovievar, the special rates have been suspended

since these commodities ware rlazed v msre favorable freight rate categories

by the new regulation of 1 Avgust

Another feoture of the rnew regulation i: the reduced rates to encourage
the utilizetion cof freight cars which would othervwise be returned empty. Thus,
there is no charge for the return shiiprent of customer's tools and implements,
while the rate for shipment of empty containers, such as barrels, baskets, jars,
etc., on the return trip is 5C percent below the regular freight rates.

D. Reduced Rates for Long-Disiance Suipments

Freight charges are ordivariy ute? at u unirorm rate per mile. In
other words, tne amount of the chars rropcriiznate to the distance. A
fixed rate is easier Lo ~ompite then o zezed on o cliding seals. However,
a fixed rate places an undue burde i
decreases the mobility of goods. Thuref the Central People's Government
has adopted a system of dlscourts which increase with distance. Originally,
discounts increasad &t a sroater gt [er Tonger distances, despite the fact
that the opposite pattern dominates in vrecent railway policy. This bias has
been corrected in the regulation e 1 Augist, which contains a schedule

tance shipments and greatly

o

of discounts for moderate distan~e:  The new disccunt ig 18 percent for -
distances over 1,000 kilometers . compared with the former discount of i5.9
percent; 30 percent for distances cver )..00 kilomete-s as cempared with 26

percent; 32 percent for distances over !,
percent, and b1.5 percent ror distances o
with 42.C percer’

©6 kilometers as compared with 28,7
er 2,000 kilometers as compared

7
¥

Teble o0 Farmer and Onrrent Liscounts

Kilometers Former Discount Current Discount
2l ometers R
\/")

100

Q o
200 C.& 0
300 2.1 3.3
koo 35 5.0
500 Bl 6.0
600 i 1C.0
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Kilometers Former Discount Current Discount
G
700 2.2 12,

Q00 11.4 J.S.g
900 13.6 16.7
1,000 15.9 18.0
1,100 18.3 21.0
1,200 . 20.8 .25.0
1,300 23.k 27.7
1,400 26.0 30.0
1,500 28.7 32.0
1,600 31,5 3.4
1,700 3b.2 36.5
1,800 37.0 38.3
1,900 30.8 ko.0
2,000 2.6 41.5

E. Rate Reduction for Less -Than-Carload Shipments
=D I Or ‘ess-lhan-Carload Shipments

The overwhelming proportion of goods moving between city and country
is shipped in small lots. Because industrial and commercial enterprises in
our country operate on a small scale s the demand for less-thnn-carlcad'ship-
ments far exceeds that for carload shiprents. Except for certain commodi-
ties, such as grain, cotton, timber, minerals, and industrial machinery, most
commodities are transported in small quantities. Agricultural products like
grain and cotton are collected in small quantities fram widely scattered areas
and asgembled before reshivment L city marketa. However, less-than-carload
shipment is expensive and requires special handling., Therefore ,_ rates on :
less-than-carload shipments had been 100 percent higher than carload shipments.
This greatly impeded the circulation of goods. Beginning 1 August 1950, rates
for less-than-carload shipments were lowered to 170 percent of the carload rate
to stimlate the circuletion of goods and create a better market.

The passenger rate policy 18 sumilar -. nature to that for {reight. Passen-
ger rates have been reduced several times: from 135 to 115 yuan per 8 xllcmetors
in the Bouth and the North in August. The new regulation also includes a.simpli-
fied rate schedule. 1In August, pascenger classes were reduced from seven to
three with a rate reduction of 30 percent or more. Baggage rates were algo
reduced 17 percent.
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